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CBA Off-Market Buyback – DO NOT add to CBA holdings.  

TENDER FULL HOLDING into the buyback if in pension phase.   

August 2021 

On Wednesday 11th August, CBA announced plans to return almost $10b to shareholders through the 
combination of an off-market buy-back and a final dividend of $2.00 per share. 

The program will commence immediately with CBA targeting a $6b off-market buy-back. 

CBA has decided that in light of its strong capital position, its strong operating performance and following the 
completion of various divestments which have resulted in capital in excess of CBA’s requirements, that it is 
in a position to return a portion of surplus capital to shareholders.  

Eligible shareholders of CBA are entitled to tender shares at discounts of between 10% and 14% (at 1% 
intervals) to the ‘market price’, or as ‘final price application’. The ‘market price’ will be determined as the 
volume-weighted average price (VWAP) over the five trading days inclusive of Monday 27th September 2021 
through Friday 1st October 2020. 

The buy-back price will be done at the largest discount to the ‘market price’ that will enable CBA to repurchase 
the amount of capital it determines to buy back (ie $6b). 

As with past off-market buy-backs aimed at distributing franking credits, investor participation is likely to be 
high and we expect a scale-back is likely. 

In the event of a scale-back, CBA will buy-back the first 100 shares successfully tendered by each 
shareholder or such lesser number of shares as is determined by the company to be the ‘priority allocation.’ 
Additionally, shareholders who successfully tender into the buy-back, but who would otherwise be left with a 
Small Residual Holding (20 shares or less) as a result of a scale-back, WILL NOT be scaled-back and will be 
accepted in full. 

Previous off-market buy-backs have typically been beneficial to investors in pension phase due to the franking 
credits being fully refundable.  

However, given the buy-back price is to be based off the VWAP which is 7 weeks away, we see inherent 
risks in purchasing CBA shares today. 

This means anyone purchasing 120 CBA shares today (at prices of $108) and intending to tender the CBA 
holding into the buy-back is relying on CBA shares trading above $100 in 7 weeks time. In this scenario a 
buyback price of $100 would imply a 5% return on invested capital based on: 

• A $21.66 Capital Component  

• A $64.34 Fully-Franked Dividend (subject to the final buy-back price) 

• A franking credit of $27.57 attached to the dividend (subject to the final buy-back price) 

With CBA shares currently trading at all-time highs and the wider market continuing to price in a high degree 
of optimism despite the negative impact lockdowns will have in the coming months, we think the risks that 
CBA trades below today’s levels in 7 weeks’ time is high.   
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Therefore, we DO NOT recommend adding to CBA positions at current prices (~$108) with CBA shares 
needing to trade above $95.50 by October 1 in order to break even.  

However, IF YOU HOLD CBA SHARES IN YOUR SUPERANNUATION FUND AND YOU ARE IN PENSION 
PHASE YOU SHOULD PARTICIPATE in the buyback and TENDER FULL HOLDINGS at the Final Price 
Application given the existing cost base is lower than the current CBA share price.  

 
 


